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Iranian Par Value 


The International Monetary Fund has concurred in a 
proposal by the Government of Iran for a change in the 
par value of the Iranian rial from 32.25 rials to 75.75 
rials per U.S. dollar, effective May 22, 1957. 
of gold and in terms of the U.S. dollar of the weight and 
1944, the parities for the 


In terms 


fineness in effect on July 1, 


Iranian rial are as follows: 0.0117316 gram of fine gold 
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per Iranian rial; 2,651.25 Iranian rials per troy ounce of 
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fine gold; 75.7500 Iranian rials per U.S. dollar; 1.32013 
U.S. cents per Iranian rial. 
Source: International Monetary Fund, Press Release, 


Washington D.C., May 27, 1957. 


Currency Policy and European Economic Union 


In an article published on March 23 in the Essen news- 
paper, Die Welt, Dr. Emminger, Executive Director of the 
International Monetary Fund for the Federal Republic 
of Germany and Member of the Direktorium of the Bank 
deutscher Lander, stated that it remained to be seen 
whether the Western European common market project 
will actually lead to the desired goal—an increase in 
European economic capacity and thus an increase in com- 
petitive power abroad and in prosperity at home—or 
whether those critics will prove to be right who fear that 
the features of protectionism and control will prevail. 
Much will depend on whether the common market re- 
mains a body of six countries, with the danger of an 
economic splitting of Western Europe into two parts and 
with a potential threat to the liberalization already 
achieved under the OEEC and the European payments 
system, or whether, in spite of all the difficulties, it will 
be possible to create a free trade area and thus extend 
tariff dismantling and market freedom to all of Western 
Europe. 

It is certain, however, that, unless a sound currency 
policy is pursued by all the participating countries, there 
will be no really free market. A free market presupposes, 
at least at its final stage, irrevocable freedom of ex- 
change and payments among the member countries. 
This means not only free exchange in the technical sense 
between the currencies of member countries, but also, at 
least in relations between member countries, a far-reaching 
and irrevocable renunciation of import and foreign ex- 
change restrictions as a means to balance of payments 
equilibrium. This renunciation, although not with the 
same finality, will extend beyond the sphere of trade and 
payments transactions within the narrower community; 
for, with a free flow of foreign exchange among the mem- 
ber countries, it is scarcely possible to apply, with com- 
plete unconcern, import and foreign exchange restrictions 
to third countries. 

The treaty for the establishment of a common market 


implies more than just the full transferability of curren- 
cies among member countries. In fact, it also implies at 
least the maintenance of the present status of foreign 
exchange convertibility in Western Europe, whether 
through the EPU or through an equivalent system, or— 
better still—through a change to full convertibility. How 
else could surpluses and deficits within the community be 
settled by means of corresponding balances vis-a-vis the 
outside world? Otherwise, the common market would 
revert to a strict balancing of payments within its own 
narrow limits and thus to a merely regional, though 
somewhat expanded, bilateralism. ’ 

The common market treaty itself contains the most im- 
portant formula for fulfilling these conditions: all the 
members are committed to follow domestic economic 
policies that would make it possible to achieve equilibrium 
in their over-all balance of payments without applying 
import and foreign exchange restrictions against each 
other. Equilibrium for the over-all balance of payments 
and not for the regional balance of payments vis-a-vis 
member countries has rightly been set as the goal. 

This means that member countries are in effect asked 
to abide by the “rules of the game” of a convertible sys- 
tem, which may be surprising to many, since the common 
market has often been represented as an alternative to 
efforts at currency convertibility. But, actually, at least 
the basic attitudes of the member countries must be in 
accord with the rules of convertibility. The difference 
between such a system and a world-wide system of multi- 
lateral convertibility lies in the fact that in relation to 
third countries the renunciation of foreign exchange 
restrictions does not have the same degree of irrevocabil- 
ity and does not necessarily include capital transactions. 

The question naturally arises whether member countries 
will not again fall out of step as a result of wage develop- 
ments that they permit or of an inflationary policy. This 
may even be encouraged by the common market, because 
it would make it easier to place the consequences of such 
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errors upon the broader shoulders of all the member 
countries. Dr. Emminger points out that, in order to 
promote policies in all member countries geared to the 
state of their balance of payments and to establish the 
necessary uniformity in economic policy, the treaty pro- 
vides for close coordination between the economic and 
currency policies of the member countries. Coordination 
may mean adaptation to sound policies, but it may also 
mean the reverse—for example, an attempt to induce 
partner countries to adjust to an excessive level of costs 
or to their own lack of monetary discipline. Everything 
will therefore depend upon the practical application of 
these provisions of the treaty. 

The same applies to the mutual aid credits contem- 
plated if there are balance of payments difficulties. Mutual 
aid credits can serve a good purpose only if they are used 
as temporary expedients until real rehabilitation programs 
become effective. If carried beyond this, they would 
spread the infection of inflation to other countries. It 
is important that the common market treaty does not 
require any country to grant mutual aid credits to other 
members against its will. 

In reply to the question whether changes in exchange 
rates may not be necessary to re-establish order among 
the member countries in the presence of deep-rooted dis- 
tortions and balance of payments disturbances, Dr. Em- 
minger stated that gross distortions must certainly be 
corrected at the beginning, or at least during the first 
stages, of the transitional period if the goal of foreign 
exchange freedom is to be achieved at all. However, it 


seems out of the question that at the final stage of a com- 


Europe 
Renewal of European Payments Union 


The Council of the Organization for European Eco- 
nomic Cooperation (OEEC) accepted on May 10 the 
recommendations of the Managing Board of the Euro- 
pean Payments Union (EPU) and approved the pro- 
longation of the EPU for another year as from July 1, 
1957. The operating rules will be the same as during 
the current year. Surpluses and deficits will continue to 
be settled 75 per cent in gold and 25 per cent in credit. 

Italy renounced a special credit of $50 million; this 
credit was granted in 1955 for settlement of deficits until 
June 30, 1958 without concomitant gold payments, but 
it was never used. All other credit facilities existing in 
1956-57 will be maintained throughout 1957-58. The 
rallonges (settlement facilities in addition to the “quotas” ) 
granted by two creditor members, Belgium-Luxembourg 
and Switzerland, will be continued, and Germany will 
continue to grant unlimited credit up to 25 per cent of 
its surpluses. In addition, France was granted a new 
rallonge of $200 million within which deficits will be 
settled according to existing rules. The Council invited 


pletely free market a member country could carry out an 
inflationary policy simultaneously with fluctuating ex- 
change rates. In such a case, freedom of capital trans- 
actions among member countries, which is inseparably 
linked with the common market, would lead to a pro- 
gressive flight of capital to other countries from the 
country whose exchange rate is continually threatened, 
and thus would rapidly make this policy absurd. Even 
convertibility on only a regional basis requires a stricter 
monetary discipline. 

The questions of why the final responsibility for bal- 
ance of payments equilibrium is left to the individual 
member countries, and why the common market does not 
assume the responsibility itself, have often been raised. 
Why not establish a currency union which would elimi- 
nate all balance of payments problems among the parties? 
The answer to this question is that the participants have 
reserved for themselves, even in the final stage of the 
common market, the essential elements of their sover- 
eignty, including, in particular, the right of parliaments 
to decide on national undertakings and the means of 
financing them, “the sovereign right to inflate.” As long 
as this sovereignty exists—and it will exist as long as the 
member countries follow sovereign national policies in 
their foreign and domestic affairs—no individual coun- 
try can be relieved of the final responsibility for its bal- 
ance of payments. In the final analysis, the internal 
economic and currency policies of each member country 
will jointly decide the success or failure of the entire 
integration experiment. 


member countries to conclude further bilateral agree- 
ments to reduce their claims and debts in the Union. 
The special termination clause of the EPU was retained. 
Under this clause, the EPU will terminate when countries 
representing more than 50 per cent of the EPU quotas 
have declared their intention of making their currencies 
convertible and their willingness to bring the European 
Monetary Agreement into operation (see this News Sur- 
vey, Vol. VIII, pp. 57 and 389). 
Source: The Financial Times, London, England, May 11, 
1957. 


Irish Budget 


Ireland’s current revenue, excluding the special import 
levy, in the fiscal year ended March 31, 1957 amounted to 
£113.4 million, a shortfall of £5.5 million from the orig- 
inal budget estimate. Current expenditure, including 
transfers to the Road Fund, amounted to £119.3 million, 
which was £0.4 million more than the budget estimate. 
The current deficit therefore was £5.9 million. To cover 
this deficit and the requirements of the capital program, 
£35 million was borrowed by the Exchequer, of which 
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some £15 million was contributed directly by the public 
and some £10 million each by the banks and departmental 
funds. 

When introducing the budget for 1957-58, the Minister 
of Finance announced that, without account being taken 
of budget changes, revenue was expected to yield £117.1 
million and expenditure was expected to be £126.2 million. 
The deficit on this basis would be £9.1 million. To bal- 
ance the current account, the Minister proposed net sav- 
ings of £6.2 million and tax increases totaling £2.9 
million. The main savings would be achieved by abolish- 
ing food subsidies; this would be offset in part by com- 
pensatory social assistance to pensioners and persons 
receiving unemployment benefits and by increases in 
family allowances. 

The Minister said that, while he could do nothing to 
change the balance for 1957-58, he recognized the urgent 
need for economic expansion, and he proposed reliefs 
beginning in 1958-59 to provide manufacturers with an 
added incentive to increase exports. The relief for profits 
on increases in exports granted in the previous year would 
be raised from 50 per cent to 100 per cent and an alterna- 
tive relief would be given to manufacturers to the extent 
of 25 per cent of the tax on profits attributable to their 
exports of manufactured goods. As an encouragement to 
greater production and modernization, an accelerated 
depreciation allowance for plant and machinery would 
become effective as from the year 1958-59, and a special 
“investment” allowance would be granted to shipping 
companies in that year. Tax remission on dividends from 
investments by Irish residents in Irish industry would be 
extended to all securities issued to the public by Irish 
manufacturing firms and would take effect also in 1958-59. 

Exchequer borrowing which may be necessary to 
finance the public capital program for 1957-58 is £31 mil- 
lion. Although smaller than the sum required in 1956-57, 
it will call for a much greater contribution from the 
public, through small savings and loan subscriptions, 
because the special aid provided by departmental funds 
cannot be repeated. While admitting that the problem of 
financing capital outlays on the present scale is difficult, 
the Minister said that he is not without hope that the 
difficulty may in time be lessened. The success of the issue 
of prize bonds and the recent upward trend in savings 
suggest that an increase in private savings may be ex- 
pected. 

Source: Ireland Department of Finance, Budget State- 
ment of Minister of Finance, 1957. 


Import Licensing in Finland 


Import licenses issued in Finland during the first four 
months of 1957 totaled Fmk 58.6 billion, or Fmk 1.2 
billion less than in the corresponding period of 1956. 
Licenses issued in major western currencies amounted to 


Fmk 32.1 billion, which was Fmk 4.7 billion below the 





total issued in the same period last year. For eastern 

currencies, the total rose by Fmk 1.1 billion, to Fmk 20.5 

billion; and for other currencies there was an increase 

from Fmk 3.6 billion to Fmk 6.0 billion. 

Source: Hufvudstadsbladet, Helsinki, Finland, May 11, 
1957. 


Finnish Woodpulp Production 


At a meeting of Finnish producers of unbleached 
sulphite woodpulp, it was agreed that the market situation 
had deteriorated to such an extent that the various fac- 
tories should either reduce output or be prepared to 
increase inventories. It was decided to allow each pro- 
ducer to decide the course that he would follow. If the 
decision should be to increase inventories, the producer 
would have to determine ways in which to finance the 
increase. Output of unbleached sulphite in 1956. was 
460,000 metric tons. 


Source: Hufvudstadsbladet, Helsinki, Finland, May 11, 
1957. 


Borrowing by Iceland in the United States 


The Icelandic Bank of Development has obtained a loan 
of US$5 million from the International Cooperation Ad- 
ministration (ICA) to finance the foreign exchange cost 
of a third hydroelectric power plant on the Sog River in 
southwest Iceland and of transmission equipment. The 
new facilities are expected to be completed by 1959. The 
loan is for 20 years, including a three-year grace period 
on principal payments. U.S. dollar disbursements under 
the loan will be repayable in U.S. dollars, while any for- 
eign currency disbursement will be repayable at Iceland’s 
option in dollars or krénur. An interest rate of 3 per cent 
will apply to dollar repayments and 4 per cent to repay- 
ments made in kronur. 

The local currency cost of the project is estimated at 
the equivalent of US$7.5 million. This will be financed in 
part by a separate U.S. loan in Icelandic currency con- 
sisting of 80 per cent of the kronur proceeds derived 
from the sales to Iceland of surplus U.S. agricultural 
commodities under Public Law 480. This loan is expected 
to reach the equivalent of US$2.28 million and is for 20 
years with a four-year grace period on principal pay- 
ments and a three-year grace period on interest payments. 
Payments of principal and interest will be in either Ice- 
landic kronur or U.S. dollars at the option of Iceland. 
The interest rates applicable are the same as for the loan 
from the ICA. 

At the end of December 1956, the Icelandic Bank of 
Development was granted a $4 million loan, which will 
be administered by the Export-Import Bank of Washing- 
ton. The loan was requested by Iceland in order to con- 
tinue its economic development program, especially rural 
electrification and the cement plant, and to provide funds 
for the Land Reclamation Fund and the Fisheries Fund, 
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which finance investments in agriculture and fishing, 
respectively. 

About $0.6 million of the loan was disbursed in Danish 
kroner and Netherlands guilders owned by the United 
States chiefly as a result of prior years’ sales of surplus 
U.S. agricultural commodities to Denmark and to the 
Netherlands. 


be drawn from the Special Presidential Fund authorized 


Funds for the dollar part of the loan will 


by Congress for such use as the* President determines is 
important to the security of the United States. 

The loan is for 22 years, including a two-year grace 
period on principal payments but with no grace period 
If the loan is repaid in U.S. 


dollars, a 3 per cent interest rate will apply; if it is 


for interest payments. 


repaid in Danish kroner, Netherlands guilders, or Ice- 
landic kronur, the rate will be 4 per cent. 

Reykjavik, Iceland, Decem- 
ber 29, 1956; Department of State. Bulletin, 


January 21, 


Sources: Morgunbladid, 
1957, and International Coopera- 
tion Administration, Press Release, May 10, 
1957, Washington, D. C. 


Economic Developments in Austria in 1956 


The 1956 Annual Report of the Austrian National Bank, 
which was submitted to the General Meeting of share- 
holders in Vienna on April 17 in accordance with the new 
statute of the Bank adopted in 1955 (see this News Sur- 
vey, Vol. VIII, p. 189), consists of two parts: a survey 
of economic developments in 1956 and a review of the 
ten-year period from 1945 to 1955. It is the first Annual 
Report issued by the Austrian National Bank since 1938. 

Full employment and economic boom conditions pre- 
vailed in 1956, with private consumption and exports 
showing further expansion (see this News Survey, Vol. IX, 
p. 322). The shift of emphasis from investment to con- 
sumption, the increase in world market prices, and the 
striving toward improvement in the standard of living led 
to strains on wages and prices. Employment was the 
highest ever recorded in Austria. Since the increase in 


the income of wage and salary earners was greater than 


the increase in the cost of living, real wages improved. 


The main task of monetary policy was to prevent the 
incentive to save from being impaired by price increases; 
and the repercussions on the balance of payments of an 
increase in the domestic price level also had to be watched. 

The Ministry of Finance, together with the National 
Bank and the credit institutions, took measures to check 
an unhealthy credit expansion; and, with the cooperation 
of employers and workers, no excesses have so far oc- 
curred in wages and prices. The increase in imports in 
connection with the progressive liberalization of trade, 
which had the effect of lowering prices, was possible only 
because of adequate foreign exchange reserves held by 
the National Bank. Since the foreign trade deficit in 1956 


was less than the 1955 deficit and the balance of payments 


as a whole showed a surplus, Austria’s total gold and 
foreign exchange reserves increased by the equivalent of 
S 1.37 billion, compared with a decline of about the same 
amount in 1955. The surplus on capital account amounted 
to S 1.39 billion, and the value of compensation deliveries 
to the Soviet Union under the State Treaty (S 1.34 bil- 
lion) was almost as great; the loss of foreign exchange 
receipts previously obtained from occupation forces was 
offset by receipts from other sources. 

The balance on current account showed a surplus of 
about S 300 million in 1956, compared with a deficit of 
over S 3 billion in 1955. Exports benefited by the general 
tendency toward liberalization of foreign trade. the con- 
cessions granted by various trade partners as a result of 
the fourth GATT tariff conference, and internal legal and 
administrative measures. Exports (excluding compensa- 
tion deliveries) increased by S 3.91 billion, to S 22.08 
billion; the expansion was chiefly in finished goods and 
semimanufactures. The increase of S 2.25 billion in 
imports,to S 25.32 billion, represented mainly greater 
purchases of raw materials. In 1956 the rate of liberal- 
ization of Austrian imports from the OEEC area was 
raised from 83.5 per cent to 90.3 per cent, and that for 
imports from the dollar area (United States and Canada) 
from 8 per cent to 40 per cent. 

Apart from the expansion of exports, receipts from the 
tourist trade were the most important element in the im- 
provement in the balance of payments on current account. 
The net surplus of such receipts rose from S$ 1.6 billion in 
1955 to S 2.4 billion in 1956. The surplus on capital 
account resulted primarily from the receipt of the equiv- 
alent of S 670 million in credits from the International 
Bank for Reconstruction and Development for the financ- 
ing of various power projects, and from the utilization 
of U.S. credits of S 707 million for the purchase of sur- 
plus agricultural goods. Although unrequited deliveries 
to the Soviet Union of crude oil and other goods valued 
at S 1.34 billion constituted a considerable burden for 
the balance of payments, the gold and foreign exchange 
holdings of the Austrian National Bank increased by the 
equivalent of S 1.2 billion, to S 10.5 billion. 

The report states that the increase in savings deosits 
amounted to $ 2.52 billion in 1956 (S 63 million more 
than in 1955), thus raising the total to S 12.52 billion. 
About 42 per cent of the increase was accounted for by 
savings banks, about 19 per cent by the agricultural 
credit cooperatives, and about 17 per cent by the com- 
mercial banks. Demand deposits, which had decreased by 
almost S 600 million in 1955, rose by S 91 million in 
1956, to S 15.37 billion. Commercial credits expanded by 
S 2.89 billion, to S 24.79 billion; although this was about 
S 1.1 billion less than the 1955 increase, it exceeded the 
total increase in savings and demand deposits by S 283 
million. Negotiations with the credit institutions led to 
supplementary credit controls in November 1956. By a 
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revision of the credit ceiling, the credit margin was re- 
duced by 50 per cent; moreover, the credit institutions 
were permitted to use only 25 per cent of new deposits, 
instead of 50 per cent, for the extension of credits (see 
this News Survey, Vol. IX, p. 201). 

The 1956 budget closed with an over-all deficit of 
S 725 million. Although the 1957 budget estimates indi- 
cate a total deficit of S 1.57 billion, it is expected that the 
deficit will eventually be eliminated by surplus revenue 
and some economies in expenditure (see this News Sur- 
vey, Vol. IX, pp. 167 and 303). 

Efforts to ease payments relations with foreign coun- 
tries were successfully continued in 1956. As of Janu- 
ary 2, 1957, Austria joined the multilateral exchange 
arbitrage system operated by various EPU countries (see 
this News Survey, Vol. IX, p. 215). As of July 2, 1956, 
transfers with Argentina were switched from clearing 
dollars to transferable sterling as a result of Austria’s 
joining the Paris Club; as of January 2, 1957. transfers 
with Argentina have also become possible via schilling 
agreement accounts and in currencies of other EPI 
countries participating in the multilateral exchange arbi- 
trage system as far as permitted by the regulations in 
force in the countries concerned. 
Hague Club on July 4, 


with Brazil have been effected in transferable sterling. 


Austria joined the 


1956, and since then payments 


Payments with Uruguay were changed as of November 28, 
1956 from clearing dollars to transferable sterling or 
other EPU currencies as far as permissible under local 
regulations. On March 21, 1956, a new payments agree- 
ment was concluded with Spain on the basis of the clear- 
ing dollar with free formation of exchange rates so that 
barter transactions are no longer necessary; at the end 
of 1956, the discount for the Spanish account dollar was 
approximately 8.5 per cent. 

Source: Osterreichische Nationalbank, Bericht iiber das 

Geschaftsjahr 1956, Vienna, Austria. 


Middle East 
Purchase from the Fund by Israel 


The Government of Israel has purchased from the Inter- 
national Monetary Fund US$3.75 million with Israel 
pounds. This represents 50 per cent of Israel’s quota in 
the Fund, which was increased in March from $4.5 mil- 
lion to $7.5 million. 

Source: The Jerusalem Post, Jerusalem, Israel, May 17. 


1957. 


lraqi-Saudi Arabian Trade Agreement 


A trade agreement between the Governments of Iraq 
and Saudi Arabia, signed on May 15, provides for most- 
favored-nation treatment. The agreement calls for greater 
freedom of trade between the two countries by exempting 


several industrial and agricultural products, including 
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Iraqi dates, from customs duties. Trade agreements pro- 
viding for most-favored-nation treatment and closer trade 
relations are also being discussed by the Iraqi Govern- 
ment with Indonesia. Morocco, and Pakistan. 

The Iraq Times, Baghdad, Iraq, May 9, 10, 13, 
and 16, 1957. 


Sources: 


Far East 


Increase in Indian Bank Rate 


The bank rate in India has been raised from 31% per 
cent to 4 per cent, with effect from May 16. This rate 
applies to advances against usance bills. as well as against 


At the 


same time, the stamp duty on usance bills was reduced 


government securities and other eligible paper. 
from !% per cent to ‘5 per cent. 

Since February 1, 1957, the rate on advances against 
government securities and other eligible paper has been 
t per cent. Although the rate on advances against usance 
bills has been 3!% per cent, the addition of the stamp duty 
of 1% per cent has meant that the effective rate has been 
L per cent (see this News Survey, Vol. IX, p. 249). 


~ 


The Times of India, Bombay. India. May 16. 
1957; The Hindu, Madras, India. May 16, 1957. 


ources: 


New Tax Proposals in India 


The Finance Minister of India presented on May 15 to 
the newly elected Parliament the budget estimates and 
proposals for the financial year 1957-58. An interim 
budget presented on March 19 had shown a revenue 
account deficit of Rs 269 million and an over-all deficit 
of Rs 3.65 billion (see this News Survey, Vol. IX, p. 293). 
Certain minor changes in receipts and expenditures have 
now been made and, at existing tax levels. the revenue 
deficit is estimated at Rs 331 million (US$69.5 million) 
and the over-all deficit at Rs 3.68 billion (US$0.77 


billion). 


Important tax changes are proposed. covering both the 


direct and indirect tax sectors: they are expected to yield 


more than Rs 1.00 billion ($0.21 billion) in a full year 
and Rs 930 million ($195.3 million) in the current year. 
After allowance for the share of the States. the net in- 


crease in revenue for the Central Government in 1957-58 
from the proposed tax changes is estimated at Rs 780 
million ($163.8 million). Thus, in place of a revenue 
account deficit, there would be a surplus of Rs 447 mil- 


lion ($93.9 million) and an over-all deficit of Rs 2.75 


billion ($0.58 billion). 


The Finance Minister said that he was in effect out- 
lining the tax structure for the period of the Second Five 
Year Plan, and that there would be only relatively small 
adjustments for the rest of the Plan period. The main 
objectives of the Government's tax policy are a sizable 


addition to public revenue, provision of incentives for 
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increased earnings and savings, the restraint of consump- 
tion over a fairly wide field, in order to check domestic 
inflationary pressures and to release larger resources 
for investment, and the initiation of such changes in the 
structure of direct taxation as would render tax receipts 
progressively more responsive to increased income. 

A fundamental change is to be effected in personal 
income taxation; a standard schedule of rates would be 
applied to all earned incomes, with a surcharge on un- 


earned incomes. The 


exemption limit for personal 
income tax would be reduced. The taxation of company 
profits would be increased, and also the tax on bonus 
shares, but the tax on excess dividends would be reduced. 
Substantial proposals are made in respect of a variety 
of excise duties, including those on gasoline, cement, 
tobacco, sugar, and steel, with a view to restraining con- 
sumption and promoting exports; the yield from the 
increases in these excise duties is estimated at Rs 532 
million ($111.7 million) for the current year. The pro- 
posals also include the rationalization of customs tariffs, 
with slight increases in the rates of duty on many items, 
a tax on railway fares, and increases in certain postal 
rates. 

Two important new taxes are proposed—an annual 
levy on wealth, at rates of 42 per cent to 12 per cent on 
wealth exceeding the exemption limit in respect of individ- 
uals and at a rate of 1 per cent on values beyond the 
exemption limit in the case of companies, and a direct tax 
The Finance Minister stated that the 


proposed tax on expenditure “given effective administra- 


on expenditure. 
tive arrangements, could be a potent instrument for 
restraining ostentatious expenditure and for promoting 
savings. A small beginning is to be made with this tax 
in the fiscal year 1958-59, at fairly high expenditure 
levels. 

The tax proposals contain certain features intended to 
encourage foreign capital. The super-tax on intercor- 
porate dividends, now about 17 per cent for Indian com- 
panies and 20 per cent for foreign companies, would be 
reduced to 10 per cent for both Indian and foreign 
companies on dividends received from Indian subsidi- 
aries. For foreign companies operating through branches 
and earning other income, the corporation tax rate would 
be reduced from 36 per cent to 30 per cent. 

The Finance Minister recognized that these proposals 
“add up to a varied and somewhat formidable bill of 
fare,” but he commended his taxation policies and pro- 
posals with the statement that “in no circumstances should 
the Plan suffer from lack of our own effort.” 


The Times of India, Bombay, India, May 16, 
1957; The Hindu, Madras, India, May 16, 1957. 


Sources: 


Cambodian Foreign Investment Law 


Recent legislation covering capital transfers from Cam- 
bodia draws a distinction between investments made prior 


to May 31. 


which foreign capital was invested prior to May 31, 1956 


1956 and those made subsequently. Firms in 


will be permitted to transfer the total amount of their net 
profits, after payment of taxes, deduction of capital 
ploughed back into the enterprise, amortization, interest 
payments, etc., and to repatriate their capital at the an- 
nual rate of 10 per cent of their net assets. Only in 
exceptional cases will transfer facilities be granted to 
firms that did not invest in foreign currencies. In both 
cases, transfer privileges will be granted only to those 
firms judged useful in the economic development of 
Cambodia. 


The investment of foreign capital since May 31, 1956 
has been permitted only with the prior authorization of 
the Minister of Finance acting on the advice of the 
Governor of the National Bank. Only those investments 
considered useful in Cambodia’s economic development 
have been allowed. The participation of Cambodian 
capital and the proportion of Cambodian personnel to be 
employed by foreign firms are determined in each case. 
Profits equal to 20 per cent of the capital invested may 
be transferred annually. The provisions relating to fiscal 
treatment and the guarantees against nationalization or 
expropriation included in the legislation of May 31, 1956 
(see this News Survey, Vol. IX. p- 61) are also included 


in the later legislation. 


Source: Banque Nationale du Viet-Nam, Bulletin Econo- 


mique, Saigon, Viet-Nam, March 31, 1957. 


Suspension of Indonesian Monetary Cover 


The Indonesian Monetary Board has submitted to 
Parliament a bill suspending Article 16 of the Bank 
Indonesia Law of 1953 for a period of six months, start- 
ing April 30, 1957; under this Article, the Bank is re- 
quired to keep a minimum monetary cover of 20 per 
cent, comprising official gold and convertible exchange, 
against its current liabilities. The recent measure was 
necessitated by the fact that the three-month period ended 
April 30, 1957, during which the statutory minimum 
cover was temporarily reduced to 15 per cent (see this 
News Survey, Vol. IX, p. 283), had elapsed, and the 
cover had fallen below the 15 per cent requirement. 
The Monetary Board has sought to suspend the cover 
requirement rather than lower the cover percentage once 
again, because “it could not be positively expected” that 
even the new lower figure could be maintained. The new 
bill is in accordance with the emergency provisions of 
the Bank Indonesia Law of 1953. The actual cover as 
of May 8, 1957 was 14.4 per cent. 


Sources: Bank Indonesia, Abridged Balance Sheet, 
March 8, 1957, and Indonesian Observer, 
May 13, 1957, Djakarta, Indonesia. 
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United States and Canada 


Consumer Credit Control in the United States 


President Eisenhower has decided not to ask Congress 
for stand-by controls on consumer credit. The decision 
conforms with a conclusion by the Board of Governors 
of the Federal Reserve System that such controls are not 
needed at present. After a comprehensive study of the 
consumer credit situation, which was made at the request 
of the President, the Board concluded that the public 
interest would be better served if credit growth were 
restrained by the use of general monetary measures and 
sound public and private fiscal policies rather than by 
specific controls. Although there is a lag between changes 
in general credit conditions and the cost and availability 
of installment credit, there is evidence that general credit 
controls do reach consumer lending institutions and the 


use by consumers of installment credit. 


Source: The Wall Street Journal, New 
May 27, 1957. 


York, N.Y., 


Comparison of Canadian and U.S. Economic Activity 


Gross national product in Canada increased by 54 per 
cent in real terms between 1946 and 1956, while it rose 
by 41 per cent in the United States. When price increases, 
which were somewhat greater in Canada than in the 
United States, are taken into account, gross national 
product in 1956 was 2!% times the 1946 value in Canada 


and almost twice that value in the United States. 


The growth during the ten-year period was due to a 
large extent to a rise of 66 per cent in industrial produc- 
tion in Canada and of almost 60 per cent in the United 
States. Population grew more rapidly in Canada than in 
the United States (31 per cent against 19 per cent) ; but 
since the increase in employment in each country was 


about the same (18 per cent), total output per employee 
rose more rapidly in Canada than in the United States. 
Investment in durable assets comprised a higher propor- 
tion of gross national product in Canada than in the 
United States, and indications are that it will continue 
to be a more dynamic factor in the development of the 
Canadian economy than in that of the United States. 
(However, a higher proportion of the total population is 
currently employed in the United States—39 per cent, 


compared with 34 per cent in Canada.) 


The rate of increase in real wages was creater in Canada 
than in the United States, particularly up to 1953; during 
the last three years, the rate was about the same in both 


countries, 


Source: Dominion Bureau of Statistics, Canadian Statis- 
tical Review, Ottawa, Canada, March 1957. 


Latin America 


Argentine Foreign Exchange Conditions 


In an effort to curb the use of free market exchange in 
Argentina, the surcharge applicable to imported automo- 
biles has been increased and is now several times the 
factory value of the unit. Importers using free exchange, 
except for certain industrial machinery and electric gen- 
erators, are also required, before initiating customs clear- 
ance, to make prior peso deposits ranging between 20 pet 
cent and 100 per cent of the value of the merchandise 
These deposits remain blocked for at least 90 days, with 
subsequent release permissible only upon presentation of 
a customs clearance certificate. The banks are prohibited 
from granting credit assistance to pay the prior deposit 
or in connection with the surcharges payable on certain 
imports. As a result of these measures, purchases of 
foreign exchange. chiefly by truck and automobile im- 
porters, have been substantially curtailed, and the peso 
has shown steady improvement in the free market, the 
rate for the U.S. dollar moving from M$N 42.80 on 
April 11 to M$N 38.25 on April 29. 

Source: First National Bank of Boston (Buenos Aires 
Branch). The Situation in Argentina, Buenos 
Aires, Argentina, April 29, 1957. 


Other Countries 


Australian Tariff Reduction 


The first list of tariff reductions made by the Common- 
wealth Government of Australia as a result of the new 
trade agreement with the United Kingdom (see this 
Vews Survey, Vol. 1X, p. 165) was announced on May 22. 
More than 800 items imported from foreign countries 
will be allowed to enter 
from May 23. 


will continue to be admitted free of duty. 


Australia at reduced rates as 
Such imports from the United Kingdom 


The most important of the items on which duties have 
been reduced are capital goods and raw materials for 


use in Australian manufacturing industries; duties 


these goods will be lowered from 12 per cent to ¢?* 


per cent. At the same time, the Government announced 


goods, drill, and denim 


that duties on cotton piece 


hitherto free from all sources—would be levied at 7 
per cent, except suc h imports from the United Kingdom. 
which remain duty free. 


Source: 


The Financial Times, London. England. May 23 


“oO, 
1957. 


Economic Conditions in British West Africa 


The Chairman of the Bank of British West Africa. in a 
statement prepared for the bank’s annual meeting, notes 
that the economy of Nigeria has continued to prosper. 


The Government has directed attention especially to the 
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raising of capital and to giving assurances directed to 
attract foreign funds. In the last 12 years, the Govern- 
ment has spent about £70 million on development proj- 
ects; these funds have been raised from its own resources. 
except for £15.5 million in grants received from the 
Colonial Development and Welfare Fund. Last year, the 


federal budget showed a surplus of some £4 million, and 


there has been no need for changes in taxation. Imports 


rose sharply in 1955, and they have continued to expand 
since then. For the second year in succession, Nigeria 
had an adverse trade balance in 1956, but the import 
figures include a large amount for capital goods. The 
price paid to producers of cocoa was reduced from £200 
per ton to £150 per ton, but the reduction was very 
largely offset by a sharp increase in the tonnage of the 
crop. Although the groundnut crop was substantially 
less than the crop of the previous year, it was. neverthe- 
less, reasonably good. Approximately one third of the 
crop was of premium grade, owing to the success of the 
Northern Region Marketing Board's policy of encourag- 
ing the marketing of unbroken nuts. The recent high 
prices for groundnuts will help the Northern Board's 
reserves. The palm fruit crop in the Eastern Region is 
believed to be doing well, and world prices for palm oil 
and kernel have improved. The cotton crop continues 
good, although it was affected somewhat this year by un- 
favorable weather conditions. Large-scale manufacture 
of textiles from local cotton has commenced. In regard 
to other products, it is believed that rubber production 
could become of major importance; uncertainty con- 
cerning supplies from regular sources has turned more 
rubber buyers to Nigeria. Output of coal has been rising 
steadily, and tin production has been well maintained. 
A test production of oil is expected to begin this year. 
Official enthusiasm for industrialization has increased, 


and a number of schemes are being brought to fruition. 


Ghana has probably entered a new period, requiring 
some realignment of its economic prospects. After several 
years at an extremely high level, the price for cocoa has 
fallen, and a price close to current levels must be expected 
as the new normal. At such a price, there is no surplus 
available for development purposes, unless it is found 
possible to reduce the price guaranteed to producers. 
The price paid by the Cocoa Marketing Board to pro- 
ducers remained unchanged at 80 shillings per load (£149 
6s. 8d. per ton) for the 1956-57 season just concluded, 
and the Government's guaranteed minimum price of 72 
shillings per load continues for the 1957-58 season. The 
fall in the world price for cocoa left producers untouched 
but sharply reacted upon government income in Ghana 
(see this News Survey, Vol. IX, p.-339). In spite of the 
loss of current revenue, government reserves are fully 
sufficient to 


continue with the various development 


schemes commenced, but, very wisely, certain projects 


not yet begun have been postponed. Imports were main- 
tained in 1956 at much the same rate as in 1955, but the 
value of exports, the principal item being cocoa, fell 
sharply. The function of providing loans to farmers has 
now been placed under the control of an Agricultural 
Credit Board instead of being dealt with by the Cocoa 
Purchasing Company. A central bank, the Bank of Ghana, 
has been established, and it will undertake the task of 
issuing and controlling a new national currency, possibly 
about the middle of 1958 (see this News Survey, Vol. IX, 
The Bank of British West Africa will then be 
relieved of its function as agent for the West African 


Currency Board, which is now providing the currency 


p- 268). 


in Ghana. Legislation has been passed to provide for 
the establishment of building societies, and one such 
society has been organized under official auspices. The 
society will work in cooperation with a Government Hous- 
ing Corporation which has been formed to facilitate the 
building of dwellings. 

As the market for timber was widened by the closing 
of the Suez Canal, further progress was made in Ghana's 
timber trade. The movement toward establishing local 
industrial units, which is fully encouraged by the Gov- 
ernment, is still in its early stages. Mineral production 
has changed little. Completion of a trunk road to the 
Northern Territories has markedly improved trade in 
those areas and made possible the movement southward 
of a much larger quantity of agricultural products. Prog- 
ress in the work on Tema harbor is behind the scheduled 
planning 


In Sierra Leone, the trade deficit increased from £7 


million in 1955 to £10.9 million in 1956. Illicit exports 


of diamonds account largely for the deficit. In Gambia. 


the groundnut crop in 1956 was substantially larger than 
the 1955 crop, and the price paid to producers was raised 
by £5 10s., to £31 per ton. The production of ilmenite 
is making progress. 


Source: The Financial Times, London, England, May 22 
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